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IBRD Loans to Finland and Colombia 


Finland 


The International Bank for Reconstruction and Devel- 
opment on March 24 made a loan of $12 million, mainly 
in European currencies, to the Bank of Finland. This 
makes a total of $50,080,000 the Bank has lent in Finland 
and, like the greater part of the four previous loans, the 
funds will be used to help carry forward projects for the 
expansion and modernization of the wood-products indus- 
tries and for the further development of electric power. 

Two commercial banks in the United States are par- 
ticipating in the loan, without the IBRD’s guarantee, to 
the extent of $2,288,000. The Bank of America and The 
National City Bank of New York are each purchasing 
$1,144,000 of the loan, representing the first six maturi- 
ties falling due semiannually from April 15, 1958 through 
October 15, 1960. 

About $8 million of the loan has been allocated to five 
wood-products companies engaged in expanding or mod- 
ernizing their plants, and about $4 million for two elec- 
tric power projects. The proceeds of the loan will be re- 
lent by the Bank of Finland to the companies. The loan 
will finance one fifth of the total cost of the projects; the 
remaining funds required to complete the projects will 
be provided from Finnish sources. It is expected that 
about three quarters of the loan will be spent for pur- 
chases in Denmark, France, Germany, Sweden, Switzer- 
land, and the United Kingdom, and about one quarter in 
the United States. 

The loan is for a term of 15 years and bears interest of 
1g per cent per annum including the statutory 1 per 
cent commission charged by the Bank. Amortization will 
begin on April 15, 1958. The loan is guaranteed by the 
Government of Finland. 


Colombia 


On March 24 the International Bank also made a loan 
of $4.5 million for the further expansion of electric 





Europe 
Sterling Exchange Rates 


Sterling exchange rates were steady during the week 
ending March 29, the official spot rate being quoted in 
New York on that date at $2.7938, and transferable 
sterling at $2.7634. The London market price of gold 
was 251s. Yd. per fine ounce. 


Source: The Journal of Commerce, New York, N.Y., 


March 30, 1955. 


INTERNATIONAL MONETARY FUND ° April I, TS : 








PUBLIC LIBRARY. 







































power in Cali, one of the principal industrial centers of 
Colombia. The loan was made to the Central Hidroelec- 
trica del Rio Anchicaya, Limitada (CHIDRAL), a 
publicly owned corporation, which is to be the sole 
It is the ninth Bank 
loan in Colombia, and brings the total of Bank lending 


supplier of electric power to Cali. 


there to $78.8 million. It is the second loan made by the 
Bank to CHIDRAL for power development. A loan of 
$3,530,000. made in 1950 is helping to build a dam and 
a hydroelectric power plant with transmission facilities 
on the Anchicaya River about 30 miles from Cali. This 
plant has a capacity of 24,000 kilowatts of power and is 
expected to be in operation by June 1955. 

The loan will provide CHIDRAL with the foreign cur- 
rency needed for equipment to expand its power system 
by an additional 32,500 kilowatts of generating capacity. 
The new facilities will consist of the installation of an 
additional unit, with a generating capacity of 20,000 
kilowatts, at the Anchicaya hydroelectric plant, the con- 
struction of a 12,000-kilowatt thermal electric plant at 
Yumbo, north of Cali, and additions to substation capac- 
ity. The new hydroelectric unit at Anchicaya should be 
in commercial operation by November 1956, and the 
thermal plant at Yumbo by the end of 1958. When the 
new facilities are in operation, the total generating capac- 
ity of the CHIDRAL system will be 67,000 kilowatts. 

The total cost of the expansion which is now being 
undertaken is estimated at the equivalent of $6.8 million. 
CHIDRAL will finance the peso costs from its own re- 
sources and from local borrowings. 

The loan is.for a term of 20 years and bears interest 
of 4°4 per cent per annum including the statutory 1 per 
cent commission charged by the Bank. The loan is guar- 
anteed by the Government of Colombia. 

International Bank for Reconstruction and De- 


velopment, Press Releases, March 24, 1955. 


Sources: 


U.K. Eases Restrictions on Currency Notes 


The U.K. Treasury has announced that, from March 17, 
the amount of sterling notes which U.K. residents travel- 
ing abroad may take out of the country has been raised 
from £5 to £10, and the amount of foreign currency notes 
from £10 to £25. The amount of sterling notes which 
travelers may bring into the United Kingdom remains at 
£10. There are no restrictions on imports of foreign 


currency notes. Nonresidents visiting the United King- 
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dom may now take out foreign notes equal to £25, or the 
amount which they brought in, whichever is the greater. 

The Treasury points out that the sterling notes are 
intended for incidental expenses on British ships and 
aircraft, and on landing in the United Kingdom. They 
should not be spent or exchanged abroad. Raising the 
limit for foreign notes does not alter the basic travel 
allowance but increases the proportion which can be 
taken in foreign notes. 


Source: The Financial Times, London, England, 
March 17, 1955. 


Returns on U.K. Securities 


New statistics published by the London Stock Exchange 
analyze interest payments before tax as related to nominal 
capital at the end of each of the last five years in the 
United Kingdom. The analysis is divided into loan, 
preference, and ordinary capital and is based on 85.6 
per cent of all securities quoted. There is considerable 
duplication in the figures, since they include banks, in- 
surance companies, and other corporate bodies which 
derive part of their income from other quoted invest- 
ments, and no adjustment is made for interest accruing 
to public authorities or overseas investors, or for interest 
accruing to U.K. investors on securities not quoted in 
London. Moreover, the practice of relating dividend pay- 
ments to meaningless nominal capital values is question- 
able. Nevertheless, the variations in total interest and 
dividends are believed to provide a useful indicator of 
changes in U.K. spendable income and savings. 


In 1954 the average return before tax on £24,190 mil- 
lion of nominal loan and share securities was 4.64 per 
cent; in 1953 the return was 4.38 per cent on £23,304 
million of nominal capital. Interest and dividends paid 
rose by 10 per cent in 1954, but nominal capital rose by 
3.8 per cent. 

On loan capital the average gross’ return was 3 per 
cent in 1954 and 2.96 per cent in 1953. Preference 
dividends showed a gross return of 5.85 per cent in 1954, 
compared with 5.82 per cent in 1953. Dividends on ordi- 
nary capital rose from 15.39 per cent to 16.34 per cent; 
but the market value of ordinary capital on June 30, 1954 
was 272 per cent of the nominal value, so that dividends 
in 1954 represented an average gross rate on market 
value of 6.01 per cent. 


Sources: The Financial Times, March 22, 1955, and The 
Economist, March 26, 1955, London, England. 


Irish Bank Rate Unchanged 


The Eire authorities have announced that Bank Rate in 
Dublin is to remain unchanged. The failure of the Dublin 
rate to follow the two changes in Bank Rate in the United 
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Kingdom had caused some surprise in London. It is 
understood that one reason is the conviction in Eire that 
U.K. difficulties are temporary and that the London Rate 
will probably be reduced again on budget day. In addi- 
tion, a higher Irish Bank Rate would seriously affect the 
building trade on which employment heavily depends. 
The risk that some short-term money will temporarily 
flow to London is believed preferable to curbing building 
activity in the interest of smooth currency relations with 
the United Kingdom. 


Source: The Manchester Guardian, Manchester, England, 


March 5, 1955. 


Belgian Loan Issue in the Netherlands 


A Belgian loan of 100 million guilders (US$26.3 mil- 
lion), with interest at 334 per cent, will be issued at par 
in the Netherlands in the near future. Amortization of 
the loan will begin after 5 years; redemption thereafter | 
will be in 25 equal annual installments. As for the pre- 
vious long-term loan issued by Belgium in the Nether- 
lands in July 1954 (see this News Survey, Vol. VII, p. 10), 
the proceeds of the loan will be channeled to Belgium ff 
through EPU. i 


Sources: De Maasbode,Rotterdam, Netherlands, March 11, }) 
1955; Agence Economique et Financiére, Brus- 


sels, Belgium, March 13 and 14, 1955. 


Export of Norwegian Hydroelectric Power fo Sweden 


An agreement has been reached between Norwegian 
and Swedish representatives for the export of hydro- 
electric power from the Nea project. The Norwegian | 
Government will be responsible for delivery of the power, | 
and will also finance the necessary constructions that are 
estimated to cost about NKr 120 million ($16.8 million). 
A previous offer by Sweden to grant a construction loan 
to the Norwegian Government still holds good. 

Norway will deliver, over a 15-year period, 300 million 
kilowatt-hours annually to the city of Stockholm. Power 
from the project which is not exported is to be divided 
equally between the Norwegian county of S¢r-Trgndelag 
and the city of Trondheim. 


Source: Svenska Dagbladet, Stockholm, Sweden, March 21. 
1955. 


Finland's Purchases of U.S. Coal 


Finland has made an agreement with the United States 
for the purchase of 150,000 tons of coal against payment 


in Finnish markkas. The value of the coal delivered in | 
Finland is US$2.2 million, of which $0.8 million repre- | 
sents cost of transportation. A similar agreement was | 
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made last year for purchases of U.S. tobacco and cotton 
(see this News Survey, Vol. VI, p. 255). 


Source: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, March 12, 1955. 


Spain's National Income 


According to preliminary estimates, the Spanish na- 
tional income will reach 300 billion pesetas for 1954, 10 
per cent more than in 1953, largely because of an excep- 
tionally good harvest. The wheat crop of 5 million tons 
was the highest since 1933 and 40 per cent higher than 
in 1953. The cotton crop of 85,000 bales covered 25 
per cent of domestic requirements. Steel and cement 
production increased by 20 per cent, coal by 4 per cent, 
and electric power by 5 per cent. 

The money supply increased during 1954 from 39 
billion pesetas to 43 billion. The prices of some indus- 
trial products rose slightly, but since the prices of agri- 
cultural products remained stable, the general price level 
remained virtually unchanged during the year. 

Source: Espana Economica, Madrid, Spain, February 5, 
1955. 


Germany Ends Public Tenders for Switch Imports 


The .West German authorities will no longer issue public 
tenders (Ausschreibungen) for imports from the dollar 
area which are paid in currencies of EPU countries. 
Thus, the so-called “switch” or “shunting transactions” 
have been eliminated, with a few exceptions. This meas- 
ure is reported to have been taken in response to repre- 
sentations by the Bank of England, which is endeavouring 
to protect the exchange rate for transferable account 
sterling. German “switch transactions” with the dollar 
area have been carried out almost exclusively with trans- 
ferable account sterling, and are said to have depressed 
the sterling rate in recent months. 


The new measure also has considerable significance for 
Germany’s foreign trade and for its foreign exchange 
reserves. Many raw materials, such as cereals, copper, 
cotton, and coal, which are being supplied by the United 
States, have so far been paid for in EPU currencies, with 
a premium of about 3 per cent on the dollar price. Such 
transactions have, on the one hand, saved dollars, but on 
the other hand, they have diminished Germany’s EPU 
surplus. In future, German dollar reserves will therefore 
be exposed to a bigger strain, and the German EPU ac- 
counts will probably show larger surpluses. Only 50 
per cent of these surpluses are being paid in gold or 
dollars, the remainder constituting a credit granted by 


the Federal Republic. 


Direct purchases of dollar commodities in the United 
States will increase the demand for dollars in the Frank- 


furt Foreign Exchange Market. The Bank deutscher 
Lander has several times raised the exchange quotation 
for the U.S. dollar, which is approaching the point where 
intervention may be needed. With the disappearance of 
the premium on “switch” imports, raw material imports 
from the United States will become cheaper, but this will 
have little effect on commodity prices. On all food im- 
ports, for example, substantial levies are imposed in order 
to raise the import price to the higher domestic price level. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, March 15, 1955. 


German Exports of Ships 


According to Lloyds Register of Shipping, the Federal 
Republic of Germany became the world’s largest exporter 
of ships in 1954. During that year the tonnage launched 
for exportation amounted to 520,695 gross register tons, 
ie., 54.1 per cent of all ships launched from German 
shipyards. British exports of ships in 1954 were 481,825 
gross register tons, or 34.2 per cent of the shipping 
launched from British shipyards. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, March 1, 1955. 


Middle East 


Repayment of IBRD Loan to Iraq 


The International Bank for Reconstruction and De- 
velopment announced on March 24 that the Government 
of Iraq had repaid, more than ten years in advance, the 
outstanding balance of $6.3 million of the 15-year $12.8 
million loan made by the Bank in 1950. Iraq had can- 
celed $6.5 million of the loan in January 1955 (see this 
News Survey, Vol. VII, p. 216). 


Source: -International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
March 24, 1955. 


Iraq's Budgets 


Total revenues in the 1955-56 Iraqi budget are esti- 
mated at ID 50,961,000 and expenditures at ID 51,481,000. 
The expenditure allocations for the Ministries of Defense, 
Education, Health, Agriculture, and Social Affairs were 
substantially increased. Allocations for the Ministry of 
Education amounted to 18.4 per cent of the total, for 
Local Administration, Justice, and Police 15 per cent, for 
the Ministry of Health 7.9 per cent, and for the Min- 
istry of Agriculture 4.1 per cent. Revenues included 
ID 21,212,000 from income tax and certain other sources 
(including the Treasury’s share in oil royalties), ID 20 
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million from customs and excise, and ID 3,143,000 from 
agricultural and other taxes. 

The 1954-55 budget figures were based on the 1953-54 
budget, in the absence of a proper budget approved by 
Parliament. Expenditures in 1954-55 were estimated at 
ID 57 million and revenues at ID 48.5 million. The 
deficit resulted mainly from expenditures of ID 2,250,000 
on cost of living allowances to government officials, ID 2 
million appropriated to compensate farmers who lost 
their farms during the spring floods, ID 800,000 allo- 
cated to the Directorate-General of Supply to purchase 
wheat, and ID 1.1 million appropriated for municipalities 
to compensate those who lost their property during the 
floods. Actual expenditures in fiscal 1953-54 amounted to 
ID 49.2 million and actual revenue was ID 47.6 million, 
leaving a deficit of ID 1.6 million. 

The deficits of the three above-mentioned fiscal years 
will be covered by a surplus of ID 14.0 million carried 
forward from preceding years. 


Sources: The Iraq Times, Baghdad, Iraq, various issues. 


Pakistan's lron and Steel Plant 


Pakistan’s Industrial Development Corporation has 
completed plans for a $180 million iron and steel works 
with a capacity of 100,000 tons of steel a year. To finance 
the project, the Corporation is contacting the IBRD for a 
loan, and foreign private enterprise will probably also 
be invited to participate. The works will be built largely 
according to designs and recommendations by Krupps, 
the German consultants of the Corporation. According to 
Krupps’ survey report, the newly discovered Dandkhel 
deposits will be able to provide 250,000 tons of good 
quality iron ore a year. The consultants have also recom- 
mended that natural gas from the Sui project should be 
used for fuel, both directly and in the form of electricity. 
It is estimated that the iron and steel project will provide 
about one third of Pakistan’s iron and’ steel requirements. 
Source: The Financial Times, London, England, 


March 17, 1955. 


Far East 


Increase in Indian Import Quotas 


The Government of India has decided to increase the 
import quotas for certain items, including pickers, cotton 
ropes, skins tanned or dressed, certain leather manufac- 
tures, fur skin, certain articles made of paper and papier- 
maché, secondhand gunny bags, refills for thermos flasks, 
and cutlery. Established importers who have already ob- 
tained their quota licenses or have submitted their appli- 


cations are advised to submit fresh applications for the 
additional licenses on the basis of the revised import 
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policy. Established importers who have not submitted achieve 

their applications can make consolidated applications in by 1,74 

the prescribed manner and form. metric 

Source: Reserve Bank of India, /ndian News Digest, See 

Bombay, India, March 16, 1955. d 
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Thailand's Rice Exports in 1954 — 

the to 

Exports of milled rice from Thailand in 1954 totaled rice, 8 

1.0 million metric tons, compared with 1.3 million tons | 17.900 

in 1953 and 1.6 million tons in 1951, the postwar peak | 999 00) 

for Thailand’s rice exports. hectare 

Of the total rice exports, 61 per cent was shipped on f tares, ‘ 

government-to-government contracts and the remainder } Source 
on a commercial basis. Japan accounted for 33 per cent 
of the total, and the United Kingdom and its territories 
for 49 per cent, with Singapore, Malaya, and Hong Kong 

receiving the largest amounts. Other important destina- | Japan-6 

tions were Indonesia and the Philippines. Ren 

Source: Department of Agriculture, Foreign Crops and } and pz 

Markets, Washington, D. C. March 28, 1955. | signed 
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According to the Tobacco Monopoly of Thailand, there 
was a surplus of 6.6 million pounds of domestic flue- 
cured tobacco at the end of the 1953-54 crop year; a 


























surplus of about 4.4 million pounds is also expected from Jap 
the 1954-55 crop. As a result of this accumulation of | than $ 
stocks, exports are likely to be increased, and the pro- | Source 
duction of cigarettes made primarily of domestic leaf 
will be promoted. The flue-cured tobacco at present used 
in blending is mostly imported from the United States, | | 
so that a movement toward the production of cigarettes Philipp 
made of domestic tobacco would reduce Thailand’s im- The 
ports of tobacco, which in 1953 amounted to 6.6 million } jncrea 
pounds and in 1954 to 4.6 million pounds. I reside: 
Source: Department of Agriculture, Foreign Crops and |} allocat 
Markets, Washington, D. C., March 7, 1955. in the 
i for th 
Taiwan's Agricultural Production | oo 
The Provincial Food Bureau of Taiwan has reported subjec 
that agricultural production, with the exception of ba- } Source 





nanas, was generally larger in 1954 than in 1953. The [| 
total value of agricultural crops in 1954 was about 
NT$464.2 million. Rice, sweet potatoes, wheat, peanuts, 
and soybeans accounted for NT$332.8 million, or 71.6 
per cent of the total; sugar for about NT$72.9 million, 
or 15.7 per cent; and bananas, pineapples, citrus fruits, 
tea, jute, tobacco, and citronella oil for about NT$58.5 
million, or 12.7 per cent. 
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As a result of droughts, the 1954 production goal for 
unpolished rice of 1.7 million metric tons was not 
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achieved. The rice acreage in 1954 was less than in 1953 
by 1,723 hectares. Thus the 1954 harvest of 1.7 million 
metric tons of brown rice indicated an increase in output 
per acre in comparison with the 1953 yield of 1.6 million 
metric tons. The production of foodstuffs exceeded the 
record of 1953 by more than 53,000 metric tons. 

The Taiwan Provincial Department of Agriculture and 
Forestry and the Food Bureau have jointly announced 
the following acreage and crop yield targets for 1955: 
rice, 825,000 hectares, 1.8 million metric tons; wheat, 
17,000 hectares, 21,000 metric tons; sweet potatoes, 
222,000 hectares, 2.5 million metric tons; peanuts, 95,000 
hectares, 81,000 metric tons; and soybeans, 30,000 hec- 
tares, 23,000 metric tons. 














Source: Chinese News Service, Press Release, New York, 
N. Y., March 1, 1955. 







| Japan-Greece Trade Agreement 






For the first time since the end of the war a trade 
and payments agreement between Japan and Greece was 
signed on March 12, 1955. The agreement provides for 
/an exchange of goods and services amounting to $2.5 
million each way; settlement will be made on the basis 
of U.S. dollar open account with a swing limit of $250,000. 
The main export item from Japan is to be machinery 
| worth $1.3 million, while Japan’s main import items are 
to be mineral products, olive oil, and cotton. 

Japan’s volume of trade with Greece in 1954 was less 
» than $500,000 each way. 

Source: Bank of Tokyo, Weekly Review of Economic Af- 
fairs in Japan, Tokyo, Japan, March 19, 1955. 
















_ Philippine Exchange Control 


The Central Bank of the Philippines has announced an 
increase in the monthly living allowance of Philippine 
residents attending educational institutions abroad. The 
allocation for monthly living expenses of those studying 
in the United States has been raised from $250 to $300; 
| for those studying in Europe from $150 to $250; and 
| those studying elsewhere are allowed $150. The additional 
| allowance of $50 for students in the United States is 
} subject to the 17 per cent exchange tax. 












| Sources: Central Bank of the Philippines, Notification to 
Authorized Agents, No. 57, February 15, 1955, 
and Memorandum to Authorized Agents, 


March 8, 1955, Manila, Philippines. 








United States and Canada 


U.S. Balance of Payments in 1954 


The principal influence upon the U.S. balance of pay- 
ments in 1954 was the continued rise in industrial produc- 









305 


a 


tion abroad, particularly in Western Europe. The stimu- 
lus to U.S. exports, combined with the limitation on 
imports occasioned by the U.S. recession, resulted in an 
increase in the balance on goods and services (exclusive 
of military exports) from $0.6 billion in 1953 to $1.8 
billion in 1954. This net investment abroad served to 
stimulate the economy during a period of moderate de- 
cline in domestic business activity. Despite the large net 
use of dollar funds for purchases of U.S. goods and 
services in 1954, foreign countries added $1.7 billion to 
their gold and dollar reserves during the year. This ac- 
cretion, although smaller than the $2.3 billion added in 
1953, was made possible by a continued large volume of 
U.S. Government grants and by a record postwar outflow 
of private capital. Gold and dollar reserves abroad, which 
have risen steadily since 1950, totaled about $25 billion 
at the end of 1954 (exclusive of IBRD and IMF resources 
and the gold holdings of the Soviet bloc). The com- 
parable figure at the end of 1949 was $15.4 billion, and 
before World War II it was $13.8 billion. 


The trends affecting U.S. international transactions sug- 
gest that the large increase in exports during the second 
half of 1954 is not likely to be sustained. For example, 
controls on excessive business expansion in the United 
Kingdom will tend to reduce markets for U.S. goods. At 
the same time, expanding U.S. demands may also tighten 
the supply situation; restrictions have already been placed 
on exports of copper and scrap. Reserves of Latin Amer- 
ican countries were under pressure during the latter 
part of 1954, and a downward adjustment in their im- 
ports from the United States will probably be necessary 
in 1955. On the other hand, U.S. imports are likely to be 
stimulated by lower domestic stocks and easier supply 
conditions abroad for raw materials needed by the United 
States. These changes would result in a decline in the 
export surplus which may permit net foreign dollar assets 
to rise more rapidly than during the last quarter of 1954. 


Source: Department of Commerce, Survey of Current 
Business, Washington, D. C., March 1955. 


U.S. Tariff Commission Recommendations 


The President on March 24 concurred with the Tariff 
Commission’s finding that no formal investigation should 
be instituted at this time to determine whether the tariff 
should be reduced on imports of hatters’ fur. The in- 
creased rate of duty of 471% cents per pound, but not 
less than 15 per cent nor more than 35 per cent ad 
valorem, which was imposed in February 1952 as the 
result of an escape clause action, will therefore continue 
to apply without reduction or other modification. 


The President also concurred with the Tariff Commis- 
sion’s finding that there is no need for restrictions on 
imports of walnuts during the current marketing year, 


306 


which ends on September 30, 1955, on the ground that 
walnuts are not being imported and are not likely to be 
imported during the remainder of the marketing year 
under such conditions and in such quantities as to tend 
to render ineffective or materially interfere with any 
program undertaken by the U.S. Department of Agricul- 
ture with respect to walnuts produced in the United 
States. 


Source: The White House, Press Release, Washington, 
D. C.. March 24, 1955. 


Changes in U.S. Budgetary Procedures and Policy 


Major policy decisions during recent years have 
changed the treatment, form, and method of reporting 
some U.S. Government expenditures, and the timing of 
some tax receipts. According to a study on “The Budget 
in Transition,” prepared under the auspices of the Na- 
tional Planning Association, the effect of these changes 
has been to reduce the accounting totals of expenditures 
for the fiscal years 1951-56 by $2.5 billion and to increase 
the accounting totals of receipts by $6.8 billion. The 
deficit for this period would be $29.2 billion without the 
accounting changes, or $9.3 billion more than the actual 
figure of $19.9 billion given by adding to the deficits 
recorded in 1951-54 the forecasted deficits for 1955 and 
1956. In a similar analysis on a cash basis, the study 
arrives at a cash deficit of $7.6 billion for the 1951-56 
period, compared with a cash surplus of $400 million 
reported in the 1956 budget. 


Procedural changes in the reporting of expenditures 
have not reduced the actual cost of government, nor have 
changes in the timing of receipts increased tax liabilities. 
These changes, however, may have influence which ex- 
tends beyond accounting matters and may be large 
enough, for example, to affect tax policy. Policy decisions 
likely to be influenced by these considerations should, 
therefore, be made within the framework of a coordin- 
ated national policy, and not independently for each 
agency or activity as the occasion may arise. 


Changes affecting expenditures fall into three major 
categories: (a) the decision to handle some government 
loans outside the budget, e.g., the shift of loans to farmers 
under the price support program from Government to 
private banks; (b) the decision to handle some building 
programs outside the budget by contracts between the 
Government and private business, e.g., the Atomic Energy 
Commission’s power projects; and (c) the decision to 
make major changes in accounting procedure and in the 
figures reported and recorded. On the receipts side, the 
Revenue Act of 1950 made certain changes in the timing 
of corporate income tax collections, and tax payments 
were accelerated in each of the five calendar years follow- 
ing the adoption of the Act. As a result, corporation tax 
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bills in 1955 are payable within six months after the 
close of the accounting year of the corporation, instead 
of within 12 months as formerly. The effect of the 
changes was to record about 10 per cent more than the 
amount that would ordinarily have been collected in each 


fiscal year 1951-55. 


Source: National Planning Association, The Budget in 
Transition, Washington, D. C., February 1955. 


U.S. Investment in Canadian Stocks 


During 1954 transactions in outstanding securities be- 
tween Canada and the United States resulted in a net 
movement of capital into Canada of Can$6 million, al- 
though the turnover reached the record total of $1,200 
million. Over the year U.S. purchases of Canadian stocks 
amounting to $85 million net were accompanied by the 
repatriation of Canadian bonds to the value of $86 million 
net, the residual balance being explained by transactions 
in non-Canadian securities. 


The inflow of U.S. capital into Canadian stocks, which 
contrasted with net receipts of $6 m:'lion in 1953, was the 
outstanding feature of security trading during the year. 
Much of the inflow reflected purchases by U.S.-owned 
investment companies incorporated in Canada. These 
companies, of which at least seven with assets of between 
$100 million and $125 million were incorporated during 
1954, are designed to take advantage of attractive tax 
provisions in both countries. The corporations do not 
intend to pay current dividends to their stockholders, 
their object being to seek capital profits through the 
growth of the Canadian economy. Since their ownership 
is at least 95 per cent nonresident, they are regarded 
under Canadian law as nonresident investment corpora- 
tions and pay taxes of only 15 per cent on net interest 
and dividend income. Since the companies are incorpo- 
rated in Canada, the stockholders are not subject to U.S. 
tax on undistributed earnings. Thus the stockholder re- 
ceives no income subject to tax until he disposes of his 
shares, realizing accumulated income as well as capital 
profits, and paying tax only at the rate applicable to 
capital gains. 


Sources: Dominion Bureau of Statistics, Sales and Pur- 
chases of Securities Between Canada and Other 
Countries, Ottawa, Canada, December 1954; 
The Financial Post, Toronto, Canada, March 19, 
1955. 


Canadian Crop Acreages 


According to official estimates, Canadian farmers plan 
to reduce the area planted to wheat in 1955 by almost 
3 per cent, to 23.6 million acres, the lowest since 1945. 
Plantings of rye and soybeans will also be reduced, but 
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the area under barley, oats, flaxseed, and potatoes will 
be substantially increased. Total planted acreage is ex- 
pected to increase. The shift from wheat to coarse grains 
is regarded as the result of current grain price relation- 
ships and delivery quotas set by the Wheat Board; sup- 
plies on hand remain high despite the serious fall in 
wheat production last year. 


Source: The Globe and Mail, Toronto, Canada, March 18, 
1955. 


Latin America 


Petroleum in Latin America 


Total crude oil production in Latin America increased 
from 1.91 million barrels a day in 1950 to 2.38 million 
barrels a day in 1954, but the Latin American share in 
world production fell from 18.3 per cent to 17.5 per cent. 
Domestic consumption has been rising at an annual 
average rate of about 7 per cent, and in 1954 took 37 
per cent of Latin American production. Venezuela, Mex- 
ico, Colombia, Peru, Ecuador, and Bolivia are now ex- 
porters of oil, and Argentina, Chile, Brazil, and Cuba are 
also small producers. Refining capacity has almost tripled 
since 1946. Privately owned refineries account for about 
three quarters of total output, but much of the refinery 
construction now under way is government financed. It 
is estimated that the refining of imported crude oil may 
save about one third of the foreign exchange required to 
import refined products. Since 1946 U.S. companies have 
invested about $800 million (including $575 million in 
Venezuela) in oil development in Latin America. 


Source: The Chase National Bank, Latin-American Busi- 
ness Highlights, New York, N. Y., March 1955. 


Economic Developments in Mexico 


Mexico’s trade balance improved in the second half of 
1954 and gold and foreign exchange reserves recovered 
much of the ground lost earlier in the year. The Minister 
of Finance reported that in mid-February reserves 
amounted to $230 million. The volume of farm output 
reached record figures, much of it coming from land 
newly opened up or newly irrigated in the northern part 
of the country. The sharply reduced need for imported 
foods was one of the factors that kept imports down in 
the second half of 1954. There were record coffee and 
cotton crops, and petroleum, zinc, and lead shipments 
increased. Total exports, which were valued at $264 
million in the first half of 1954, rose to $341 million in 
the second half, and net receipts from tourism also in- 
creased from $76 million to $96 million. After the de- 
valuation of April, wholesale prices at the end of the year 
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had increased by 15 per cent and the cost of living by 
12 per cent. 
Source: The Chase National Bank, Latin-American Busi- 


ness Highlights, New York, N. Y., March 1955. 


Irrigation Projects in Peru 


The Peruvian Government has drawn up plans for the 
expenditure of 150 million soles on irrigation works to 
be constructed in the coastal region at Choclococha, near 
Ica, that would bring about 51,000 hectares of arid land 
under cultivation. It plans to finance this plan by an 
issue of 10-year bonds, bearing interest at 9 per cent, and 
to redeem the bonds with the proceeds from the sale of 
irrigated lots, which at present are virtually worthless. 


The Government has also contracted for the engineer- 
ing services of a U.S. company to carry out the second 
phase of the Quiroz irrigation works, which would ulti- 
mately make 50,000 hectares of arid land available for 
cultivation. The total cost of this phase is estimated at 
about $30 million. The Peruvian Government expects to 
get an IBRD loan of $18 million, and the local currency 
costs, equivalent to about $10 million, are to be financed 
from the sale of surplus wheat and butter, supplied by the 
U.S. Commodity Credit Corporation under an agreement 
signed with Peru on February 8. The first shipment, of 
50,000 tons of wheat and 250 tons of butter, will be 
completed during the first half of 1955. The sol proceeds 
from the sales will be available to the Peruvian Govern- 
ment as a 20-year 4 per cent loan, the amortization of 
which is to begin in 1959, 


Sources: Bank of London & South America, Fortnightly 
Review, London, England, January 8, 1955; 
Inca Features, Lima, Peru, February 28, 1955. 


Other Countries 


South African Budget 


The South African Minister of Finance, introducing 
the budget for the financial year starting April 1, stated 
that on the basis of present taxation receipts on revenue 
account were estimated at £259.8 million, which would 
be reduced by tax concessions to £259.1 million. Tax 
deductions for children and medical fees are to be in- 
creased, and disabled persons may claim certain increased 
deductions. On the other hand, an undistributed profits 
tax of 5s. in the £ will be introduced to counter the 
avoidance of supertax through nondistribution of com- 
pany profits. Manufacturing industries will be permitted 
to plow back 40 per cent of their profits and other com- 
panies 30 per cent free of tax. Some changes are also to 
be made in death duties and in the gifts tax. 
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Expenditure on revenue account is estimated at £259 
million, leaving a surplus of £100,000. The expenditure 
estimate includes £15 million to be transferred to the 
loan (capital) account; an equal amount had been pro- 
vided in the 1953-54 budget. 

Expenditure on loan account at £90 million is higher 
than last year’s estimate of about £84 million. A record 
provision of £41 million is to be made for railways, which 
at present are unable to meet fully the demands made 
upon them. Substantial amounts have also been allocated 
to housing, water supply, and telephones. 

The Finance Minister gave an encouraging picture of 
economic conditions in South Africa. National income in 
the year ended June 30, 1954 increased to £1,375 million, 
or 10 per cent above that of 1952-53. Savings by the 
public are higher, and the interest rate on long-term gov- 
ernment securities had decreased by 1 per cent at the 
end of 1954. The balance of payments position is fav- 
orable and the Union’s gold and foreign exchange re- 
serves have increased to £144 million, from £103 million 
a year ago. Gold and uranium exports have been con- 
siderably higher and so has the inflow of foreign capital. 
This improvement made possible a £35 million increase 
in the amount of import licenses allocated for this year. 
Increased imports may result in a drop of £20 million or 
more in gold and exchange reserves during 1955, but this 
need cause no alarm because the balance of payments sit- 
uation is considered sound and prospects very favorable. 


Sources: The Times and The Financial Times, London. 
England, March 25, 1955. 


South African Gold and Uranium 


The January gold output declared by Transvaal and 
Orange Free State mines totaled 1,162,303 fine ounces, a 
little less than the output recorded in December—mainly 
on account of a reduction in the quantity declared by 
“miscellaneous” mines which are not listed individually 
as producers—but 147,000 ounces more than in January 
1954. The total complement of native labor increased 
from 297,200 in December to 313,000, but a considerable 
additional number could be employed before the labor 
market can be regarded as anywhere near fully supplied. 

Of South Africa’s total bullion exports in 1950-53, 
£283.5 million went to the United Kingdom, £36.1 million 
to Switzerland, and £33.4 million to the United States. 
In accordance with an agreement in respect of deferred 
pay for Portuguese natives employed by the mines £4.6 
million also went to Portuguese East Africa. 

The value of South African exports of material pre- 
scribed under the Atomic Energy Act (including uranium 
and thorium), which had been £3.8 million in 1953, in- 
creased to £14.8 million in 1954. 

Sources: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, March 1955; Cape Times, Cape 
Town, Union of South Africa, March 1, 1955. 
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Economic Developments in Kenya 


The continuing high emergency expenditure of the 
Government of Kenya is beginning to be more clearly 
reflected in signs of inflation. The main factors for con- 
cern are increased general wages and increases in the 
prices of certain products. Despite the seeming abun- 
dance of labor, it appears doubtful whether the supply is 
adequate, because of the large number of workers held 
in detention or repatriated to native reserves for security 
reasons. Increases in wages will no doubt attract more 
workers, but there is a danger that higher production 
costs, of which labor costs are the main item, may price 
Kenya’s exports out of world markets. The steady inflow 
of overseas capital continues, and makes good the 
balance of any trade deficit. Secondary industries using 
local or imported raw materials are increasing, and now 
represent more than 10 per cent of the national income. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, March 1955. 


Fund Transactions 


The record of Fund transactions published in /nterna- 
tional Financial Statistics, April 1955, shows that in Jan- 
uary Finland repurchased from the Fund markkas in an 
amount equivalent to US$3 million. This repurchase 
brings the total amount repurchased by Finland to US$9.5 
million, which equals the amount purchased by Finland 
from the Fund during 1952 and 1953. Turkey repur- 
chased liras equivalent to US$4 million, which brings to 
US$10 million the amount repurchased by Turkey in 
accordance with a repurchase schedule undertaken by 
Turkey in connection with drawings of $30 million in 
U.S. dollars, pounds sterling, and deutsche marks. Iran, 
which had purchased US$8.75 million in 1952 and 1953, 
repurchased rials equivalent to US$8.73 million under 
a repurchase obligation; subsequently during the month 
of January Iran drew US$8.75 million from the Fund 
against rials. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 


At’ 
in Ne 
Direc: 
on th 


Rec 
the E 
tunity 
with 1 
econo 
throu 
tudes 
dema 
matte 
There 
velop 
And | 
three 
area, 
sterli 
curre 
coun! 
vertil 


It 
selve: 
the \ 
estab 
trade 
appo 
Septe 
offici 
verti 
impr 
of ps 
mucl 
in ea 
cultic 
tions 
of 2 
nific 
taker 
ing 
reco 
beca 
in tl 
cour 
mod 





